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Beef cattle were routinely finished locally in Kentucky before the 1950’s, primarily on
pasture with some grain and by-products from distilleries. Cattle were typically born,
raised, and finished on the same farm, sent to a local butcher, and the meat sold in
nearby communities and cities. This all changed after the Second World War as grain
and transportation costs decreased dramatically in conjunction with the establishment of
supermarket chains that required a large, steady supply channel. The combined effect of
these changes made finishing in large centralized locations more economical. Over the
next couple of decades the finishing industry consolidated, and feedlots sprung up across
the Great Plains 1 to finish the bulk of the nation’s cattle.
However, the cattle finishing paradigm dominant for the last 50 years is being challenged.
Corn prices have tripled in the past five years, transportation costs have increased
significantly, and new environmental regulations are increasing the compliance costs of
centralized feedlots. Moreover, there is a growing consumer movement geared toward
locally produced food and another group of consumers demanding pasture-finished beef.
All of these changes are creating opportunities for Kentucky farmers to raise and finish
cattle on forages and sell into local markets, much like they would have two generations
ago. This may be using either a pure pasture-based production system, or a grain-ongrass production system where the bulk of the animal’s diet comes from pasture and is
supplemented with grain. Both of these approaches are quite different from the standard
industry practice of finishing cattle on an almost exclusive grain diet in large confinement
operations.
Although demand has increased and the relative cost structure decreased for locally
finished beef, there are still significant producer challenges. Few Kentucky cattlemen
have experience finishing beef cattle. Bringing animals to a finishing weight in a
reasonable timeframe is no easy task, requiring a fundamental understanding of how
beef cattle mature as well as understanding the capabilities and limitations of various
forages. Processing can also be a challenge, with issues such as federal inspection,
aging, and scheduling harvests being potential problems. Marketing may be the biggest
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The Great Plains also has a dry climate well suited for large finishing operations and has low human
population densities making it less subject to land-use conflicts.
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obstacle to selling pasture-finished animals. Most livestock farmers currently sell into
commodity markets where minimal interaction with buyers is needed. Selling grass
finished or grain-on-grass finished beef, however, generally requires considerable
interaction with potential customers. All these obstacles present challenges for
producers entering this market.

Relative Cost Changes:
Table 1 details the relative changes in finishing costs between feedlots and pasturefinishing without any grain. In this example, 800 lb steers are taken to 1275 lbs in both
systems. With the feedlot system, steers would be expected to gain 3.25 lbs/day with a
feed conversion factor of about 7.5 lbs dry matter per lb of gain for this weight range. It
would take 146 days to reach the finish weight of 1275 lbs.
With the pastureTable 1. Cost Differences Feedlot vs. Pasture Finishing
based system, and
800 lb steer to 1275 lb Steer
assuming steers
Positive Values Indicate Advantage for Feedlot Finishing
reached 800 lbs by
Price per bushel Corn
the end of the
Pasture Charge
grazing season
$2.00 $3.00 $4.00 $5.00 $6.00 $7.00
(per animal)
(early November),
$50
$50
-$16 -$83 -$150 -$217 -$284
we would have to
$75
$75
$9
-$58 -$125 -$192 -$259
winter-over the
$100
$100
$34 -$33 -$100 -$167 -$234
finishing animals
$125
$125
$59
-$8 -$75 -$142 -$209
just once.
$150
$150
$84
$17
-$50 -$117 -$184
Assuming we had
Notes Feedlot: 2.4% dry matter intake ration; 3.25 lbs/day gain; $.35/day
relatively good
quality hay capable yardage no markup on grain; 1.5% death loss.
Notes Pasture-Finished: Winter feed costs $141; .75 lbs/day gain winter;
of gaining .75
$.20/day winter labor; 1.75 lbs/day gain pasture; $.10/day grazing labor; 0.5%
lbs/day, costing
death loss; 4% interest both systems.
$70/ton, this would
result in $141 in winter feed costs. The steers would then be put on pasture (1.5 acres
per steer) where they would be expected to gain 1.75 lbs/day with good management,
and reach 1275 lbs by late October. If the pasture charge (or pasture rent) was valued at
$67/acre, this would result in $67/acre x 1.5 acres = $100 total pasture charge per steer.
Before the run-up in grain prices starting in 2006, corn prices were typically in the $2.002.50/bu range. From the table, it is easy to understand why feedlot finishing was so
dominate for the last 50 years. Using the midpoint for pasture charge (the equivalent to
feed cost), feedlots could finish a yearling steer for roughly $100 less then a pure
pasture-based system at $2/bu corn. There was really no competition from a cost
standpoint between the two systems. At $3/bu corn, the cost advantage was still around
$25 per head in favor of the feedlots. Since feedlots run thousands of cattle through their
system each year, they will generally be willing to accept much lower profit/head
compared to a relatively small pasture-based finishing operation. Thus even at a $3/bu
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price level, pasture-based operations would be unlikely to compete again feedlots in the
mainstream commodity markets.
However, with $4/bu corn, the cost advantage shifts solidly toward pasture-based
finishing, with a $50/head advantage. At $5/bu corn, this advantage increases to
$125/head. At $6/bu corn, this advantage increases to $200/head. At these levels,
pasture-based finishing operations would expect very good profits if they were selling at
conventional prices. If the finished steers could be sold at a premium price (a very good
possibility with this product), profits could be exceptional.
Note that the preceding example is just one of many possible systems for a pasturefinishing operation, and that these relative cost differences will change based on the
system. If the system required two winters, or if we were trying to finish during the winter
when gains needed to be high during this season, the cost for the pasture operation
would increase significantly. The main point of the example, however, is that increased
feed prices have dramatically changed the relative cost advantages feedlots have had for
the last 50 years.

Increased Market Demand:
Demand for local, pasture-based beef has increased dramatically in the last ten years.
Unfortunately, there are no good statistics available to document the extent. Since most
of the pasture-based beef production is being sold on a small-scale basis, it is difficult for
government agencies to track.
This expanding market was initially pushed by a consumer segment interested in healthy
eating. Whether real or perceived, most of these customers believe pasture finished
cattle are healthier then feedlot finished cattle. While this market segment was
developing, the local food movement sprung up across the country. This group believes
that local food production should be encouraged and supported, even if that means a
higher price (within reason). In practice, this usually provides an advantage to small,
independent producers compared to corporate controlled agricultural industry segment.
There is an overlap between these two market segments, but the net result has been an
overall market increase for locally raised, pasture finished cattle.

Production Systems:
For most cattle producers, finishing animals on pasture will be a completely new
experience. Although a lot of producers will have grown calves to 700-800 lbs, few have
experience in taking an animal to 1200 lbs or more by two years of age. Probably the
most common mistake made by beginners is harvesting animals that are not
physiologically mature. As an example, it is common to see medium-framed Angus
steers harvested at 950 lbs that should be in the 1150-1250 lb range before being
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properly finished. These animals will be lean, have minimal marbling, and will have
extremely low meat yields.
In planning your production system, it is typically best to work backwards after you
determine when you want to have your animals finished for a particular market. This will
help determine how fast the animals should gain as well as what calving season might be
best suited to hit this target. You can then determine if your current forage base needs to
be modified (or how much grain they need to be fed within a grain-on-grass system),
and/or what quality your winter forage will need to be.
Planning your production system is critical with pasture-based finishing. Failure to
synchronize your production system with your marketing plan is like trying to get to a new
destination without a map. You may end up getting there, but you will likely make many
wrong turns along the way. When planning your production system, start with your target
market. This is your intended destination. Your entire production system should now
focus on how to manage the cattle so that you will reach this target market at the
appropriate time.
As an example, assume your target market is freezer beef (quarter or half a carcass) that
your customers will want between September and November. If these same customers
are accustomed to and desire beef with a high degree of marbling, your finishing target
for marbling will likely be a high select or better meat grade. Your production system
should focus on developing a highly marbled product that will be ready for sale during the
fall. If you calf during the spring, you will have to have good gains including the winter
feeding period to finish by the second fall.

Pure Forage vs. Grain-on-Grass:
One of the most important production decisions to make with pasture-based finishing
systems is whether to use a pure forage diet (pasture, hay, haylage, etc.) or to
supplement with grain. The method chosen will have major implications on the
remainder of the production process as well as with marketing. In general, grain
supplementation will allow more flexibility in the production process and will make it
easier to finish cattle. To get a finished and adequately marbled animal on a pure forage
diet will require a higher degree of management. Also, it will typically take a longer
period of time to finish an animal on a pure forage system as energy intake and gains will
be lower. Which of these systems best fit your operation will depend on factors such as
your target market, calving season, forage base, desired finishing window, as well as
your personal philosophy.
With some systems, a partial grain diet is fed continuously after weaning. In others, grain
is fed only during the last few months before slaughter or during periods of low forage
availability and quality. The goal of a good grain-on-grass system is to both optimize the
forage resource while maintaining moderately high gains during inclement periods. The
end result is a product with high consistency compared to a pure-forage diet for most
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producers. In Kentucky, as tall fescue and other cool-season forage quality begins to
decline in early summer, animal performance will also drop off. To maintain a high level
of gain during the summer, you will need either: 1) energy supplementation, or 2) high
degree of forage management that does not rely on predominately fescue pastures.
The Grain-on-grass approach allows for an easier transition to a finishing system for most
producers compared to a pure-forage approach. The use of concentrate feedstuffs and
co-product feeds provides a mechanism to more consistently obtain the high rates of
gains desired for finishing. The forage base and forage management can gradually be
improved allowing for a transition to an all grass system if desired. Additionally, the use
of concentrates arguably results in a more consistent end product in most situations.
This is especially true during periods when animals are to be finished on stored feeds or
during times of low pasture quality and/or availability.
Table 2 highlights some broad differences between the two system including advantages
and disadvantages. Specifics of both systems are described in greater detail later in this
section.
Table 2. Comparison of Pure-Forage to Grain-on-Grass Production Systems
in Kentucky
Pasture
General
Typical Animal
Finishing
Marketing
Production
Management
Age at
Seasons
System
Required
Finishing
Select grade
Year round with
Premium price
Grain-on18-24 months
fairly easy to
good
possible for
Grass
for Select Grade
obtain
management
“local” product
Select grade
22-30 months
Limited seasonal
Premium price
Pure
difficult to obtain for Select Grade availability except
in many likely
Forage
without good
with good
with exceptional
situations
management
management
management
Note: Finished animal assumes Select Grade and .20” backfat.

There are several logical reasons to consider supplementation during the grazing season
with a grain-on-grass production system. Supplementation has shown to improve animal
performance when grazing endophyte infected tall fescue by diluting the consumption of
ergot alkaloids. Supplementation during July and August, when both forage quality and
availability are low, is particularly helpful in the upper south in maintaining rates of gain
necessary for finishing with little to no reliance on alternative forages such as summer
annuals. Those that desire to market their beef under a certification might consider
reviewing the American Grassfed Association’s (AGA) tier system. The AGA has
developed a three tier system to allow for varying levels of supplementation while still
being allowed to carry the grassfed certification as long as the additional criteria
developed by the AGA are met. For instance, approved supplements may be offered at a
rate of 0.5% of body weight during the growing period and up to 1% of body weight
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during the last 200 lbs of live weight gain (see http://www.americangrassfed.org/wpcontent/uploads/AGA%20Grassfed%20Standards%207-17-09.pdf).
When considering which supplement to use in a pasture-based system, it is important to
recognize that the animal’s rumen is naturally adapted to a forage-based diet and the use
of a high starch supplement should not be fed at high rates. Feeding high levels of a
starch-based supplement will result in a rumen microflora shift, reduced ruminal pH, and
a decrease in the efficiency of forage digestion. Generally, it is advised that not more
than 3 lbs per 1,000 lbs (.3%) of body weight be offered as a high starch feed such as
corn, wheat, or barley to minimize the impact on fiber digestion. Fibrous co-products
which are high in digestibility such as soybean hulls, corn gluten feed, wheat middlings,
beet pulp, and dried distillers grains are supplements that will not negatively impact
forage digestion.
The seasonality of forage quality and availability should be considered when developing
a strategic supplementation program for finishing cattle. For example, during the summer
feeding rates of 1.0% of
Table 3. Estimated Pasture Supplementation Gains
body weight may be
(lbs/day) for 750 lb Steer at Turnout
required to achieve daily
Pasture Type and
Spring Summer Fall (Sgains of 1.9 lbs (as a
Supplementation
(A-M-J)
(J-A)
O-N)
result of declining forage
quality and heat stress)
Fescue
1.7
0.5
1.5
while feeding rates of
Fescue + 0.5% Soyhulls
2.6
1.4
2.4
0.5% of body weight may
Fescue + 1.0% Soyhulls
3.1
1.9
2.9
achieve 2.4 lbs while
Fescue-Clover
2.0
0.8
1.6
grazing stockpiled tall
Fescue-Clover + 0.5%
2.9
1.7
2.5
fescue in November. If
Soyhulls
the focus is on optimizing
Fescue-Clover + 1.0%
3.4
2.2
3.0
forage utilization, the
Soyhulls
supplementation program Orchardgrass-Clover
2.1
1.0
1.8
should be flexible to
Orchardgrass-Clover + 0.5%
3.0
1.9
2.3
complement forage
Soyhulls
quality and availability as
Orchardgrass-Clover + 1.0%
3.5
2.4
3.2
well as environmental
Soyhulls
impacts. Typically, the
Estimated using the National Research Council Requirements for Beef
greater the rate of
Cattle software using a body weight of 750 lb in spring, 900 in summer and
1,000 lb for fall. A feed supplement partial conversion of efficiency of 5.5
supplementation the
and 7.0 were used for 0.5% and 1% supplementation rates to estimate
lower the efficiency of
gain of supplemented calves. There are many forages such as alfalfa and
feed conversion.
sorghum-sudangrass where supplementation is not recommended due to
Producers should
the high quality of the forage.
implement a forage
testing program and provide a supplement that achieves the nutritional requirements for
the desired rate of performance. Table 3 shows expected gains with good management
on various forages with and without supplementation during different seasons.
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Frame Size:
Frame size refers to the overall body size of an animal. Frame size is commonly
referenced when marketing feeder calves in graded sales as small, medium, and large.
This information can be used to obtain an approximate finish weight as frame size is
highly correlated with finish weight. Estimating frame size is conducted by measuring the
height at the hip down to the ground for a given age of animal and sex to derive a frame
score.
In general, smaller framed animals work better for pasture-based finishing. A frame
score provides a numerical proxy of cattle frame size, and can be used to estimate the
average slaughter weight of the finishing animals. Previous feedlot research
investigating the relationship
Table 4: An Evaluation of the USDA Standards
between frame score and
for Feeder Cattle Frame Size, and Muscle
finishing weight provides this
Thickness A.D. Grona, J.D. Tatum, G.C. Smith,
basis. Because of slower rates of and F.L. Williams Journal of Animal Science
gain, pasture-based finishing will
2002 80:560-567
promote more skeletal growth,
Estimated
Estimated
which increases the harvest
Frame
Heifer Finish
Steer Finish
weight. However, pastureScore
Wt
Wt
finished animals are also typically
Small
170
940
1030
harvested with less backfat
Small
190
970
1060
thickness compared to
Medium
210
1000
1090
conventionally finished beef,
Medium
230
1020
1120
which decreases the harvest
Medium
250
1050
1160
weight. Using these two
Medium
270
1070
1190
modifications in combination with
Medium
290
1100
1220
this previous research on
Large
310
1130
1250
conventionally finished animals
Large
330
1150
1280
gives us some general guidelines
Large
350
1180
1310
with respect to frame score and
Large
370
1200
1340
expected slaughter weights.
Note:
This
was
to
hit
a
targe
of
.40"
of
backfat
and
attain
a low
Table 4 summarizes these
choice grade. This was for an average muscle thickness and
relationships and estimates
age when put on feed (calf, yearling, long yearling). Thus for
finishing weights given a variety
grass-finishing, the weight will be somewhat larger (probably
of frame sizes for both steers and 50-150 lbs)
heifers.
While the frame score gives us an estimate of the weight animals will finish at, you still
need to determine when they have reached this last stage. Many producers will not be
able to weigh their cattle on a regular basis and thus need a proxy to determine when
their animals are finished. Body conditioning scoring provides this tool. For most cowcalf producers, body conditioning scores will be a familiar practice. Body condition
scoring of beef cows ranges from 1 which is an animal that is emaciated and very thin to
the upper end for an animal that is excessively conditioned with a score of 9. This
system can be applied to finishing animals. For most cattle types, a body condition score
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of 8 is a good target to reach a USDA grade of upper Select to Choice. Animals should
begin to show a blocky appearance with fat around the tailhead, smoothness over the
ribs and hip bones, and the brisket should begin to fill.

Target Markets:
There are three main ways to market pasture-finished cattle: 1) retail cuts, 2), freezer
beef, and 3) wholesale. There are other sub-markets within each of these three target
markets such as pure forage-finished, organic, naturally raised (no antibiotics, added
hormones, etc) that can also be evaluated for possible production. However, these are
outside the scope of this introductory guide.
Retail cuts are where you sell individually packaged cuts in whatever way you want.
Selling in this manner requires a USDA inspected processor and labels approved by the
USDA (they are surprisingly expensive). The advantages of this marketing method are
that you will have more potential customers (compared to freezer beef), typically higher
sales price per pound, and you can hold inventory in the freezer for sales throughout the
year. The main disadvantage is that your marketing costs will be higher in that you will
have to deal with more people, in smaller quantities, and have to worry about selling all
the cuts separately.
Freezer beef is where you sell a portion of the “live” animal to customers directly, usually
as quarters or halves (a quarter would be a percentage of a half, with an even distribution
of cuts). Technically, customers own their portion of the animal when it is slaughtered.
This gets around the USDA inspection requirement previously detailed. Freezer beef
from custom exempt processors cannot be legally sold after it is processed. The
advantages of this marketing method are that marketing costs are kept extremely low,
you sell in large volumes, and you do not have to worry about inventory management.
The main disadvantages are that fewer people will be able to buy your product (due to
total price or required freezer space) and that price per pound (averaged) will typically be
lower then selling retail.
Selling wholesale means selling live animals to an aggregator (often a processor) who
will do all the marketing themselves. The main advantage is that it is almost like selling
at the stockyard. In other words, there is almost no marketing hassle or cost. The main
disadvantage is that this will have the lowest profit potential of the three methods.
Another disadvantage is that you will typically have to be able to document your
production process if selling to specialty markets (e.g. pure forage-finished or “naturally
produced”).

Costs and Profitability Estimation:
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Coming up with a realistic profit potential for a pasture-based beef finishing operation is
usually a difficult process for most people. In many cases, it will require you to split the
farm into two or more enterprises (on paper). It will also require you to break down your
costs into categories and allocate them to these different enterprises. Knowing these
costs can help you determine a realistic break-even price for your product and/or give
you a rough idea of the profit potential before you start a finishing enterprise. This
section is designed to help guide you through this process and to provide a general
framework that can be used both at this stage and also to help refine this analysis for
those who are already finishing animals.
If you already have a beef enterprise (cow-calf or stocker) the first step in this process is
to delineate the finishing operation from your current operation. If you have a cow-calf
operation, you will “sell” the calves you plan to finish into the finishing operation at the
normal weight and price that you would receive at the sales barn. If you currently have a
stocker operation, you will “sell” calves from the stocker operation to the finishing
operation at the normal weight and price that you would sell at the sales barn. These are
not literal sales but are used for your own internal accounting purposes. Unless you
delineate these different enterprises, you will not be able to determine if the finishing
enterprise is actually profitable or if it is being subsidized by the preceding enterprise (or
vice versa).
You will first need to estimate revenues and costs for your current enterprises. A good
place to start is with enterprise budgets which are available in most states through the
cooperative extension service. Cow-calf and stocker enterprise budgets for Kentucky
can be found at:
http://www.ca.uky.edu/agecon/index.php?p=29
Although there will be default costs and revenues for each item, they will be general
estimates and can vary substantially by producer. They may also need to be updated
due to market changes. It is best to go through these budgets with a county agent or
experienced farmer in your area to make sure you are using realistic numbers.
The cost of the calf will likely be your largest overall cost to the finishing operation.
However, there are many other costs that also need to be accounted for with pasturefinished animals, most of which are not easy to estimate unless you keep good records.
Assuming that these calves will have to be overwintered at least once, hay/feed will likely
be one of your biggest costs. If you buy your hay and/or feed, this cost can be easily
estimated. For example, if the average calf weight is estimated to be 700 lbs during five
months of winter (153 days), and we assume it consumes 2.5% of its bodyweight in hay
with a 25% waste rate, the resulting calculations for total hay usage would be:
[(Avg. weight x consumption rate) / (1 – waste rate)] [total feeding days]
[(700 x .025) / (1 – .25)] [153] = 3570 lbs of hay or 1.79 tons
If you buy this hay for $60/ton (delivered price) then total hay cost per calf = 1.79 tons x
$60/ton = $107. If you make your own hay and/or feed, you need to estimate what this
hay costs you to produce.
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Additional pasture costs such as fertilizer, lime, seeding clovers, and bush-hogging also
need to be accounted for. Many of these costs do not occur every year, so these should
be pro-rated on a per year basis. As an example, if you put down an average of $100 of
P and K every five years, then your pro-rated cost would be $20 per acre per year.
However, make sure you account for machinery costs here. Even if you are using your
own tractor to spread the fertilizer, you have the direct cost of fuel, and the indirect costs
of repairs, depreciation, and labor. If you hire a custom operator to do this for you, it will
probably cost $5-7 per acre in addition to the fertilizer. If you do this yourself, your total
costs will probably be similar if you account for depreciation and your time. In general,
using a custom rate for machinery cost is a good way to estimate these total combined
costs. Custom machinery estimates are available in many states. Estimates for
Kentucky can be found at http://www.ca.uky.edu/agecon/index.php?p=169 and looking
for the custom rate publication. For example, the average rate for bush-hogging is
$15/acre in 2012. Overall, a reasonable estimate for all the pasture costs listed above
would be $20-50 per acre per year.
Fencing and water infrastructure is another important pasture-finishing cost. This
essentially accounts for depreciation, interest, and maintenance on these capital
investments. Charging a cost for the land itself should also be considered. If you rent
pasture, then this obviously needs to be included as a direct (cash) cost. However, if you
own the land you still should account for this cost in some way. A way to simultaneously
value the combined pasture infrastructure and land is simple but effective technique I
developed that is called the Pasture Value Estimation Method, which provides a range for
this value. The minimum value is the going rate for pasture in your area for land of
similar quality and attributes. The maximum value is the rental rate that is just high
enough where you would actually be willing to rent the pasture out to another farmer. If
you would be willing to rent the pasture out for a certain price, then it has exceeding your
value for your own pasture use. A rate somewhere between these two values would be
an acceptable pasture charge. Most producers don’t formally do this. If this is your
preference, then you need to realize your final “profit” also includes a return to the land.
Labor is another cost that is treated differently by producers. If you have hired labor, then
this obviously needs to be formally accounted for as a direct cost to the finishing
operation. However, for your own labor or for other family labor you should still account
for it in some way. Just as with land, there are some producers who like to formally
account for this cost by charging their labor to the finishing enterprise. If you do not
formally charge for it, then a portion of your final “profit” will be a return to your labor. If
you do not formally account for land or labor then your final “profit” needs to include a
return to labor and land.
Other costs that are highly variable that also need to be considered include mineral,
water, vet, and other medical costs. Mineral cost can easily reach $25 per finished
animal, but can be much lower if you are taking a minimalist approach. Veterinarian and
medical cost are highly variable and will depend on whether the calves are bought in or
raised on the farm.
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Trucking can also be a significant cost. Most pasture-based finishers, especially in the
early stages of market development will only take a few animals to be slaughtered at a
time. This can lead to high per animal outbound transportation costs. If for example, you
take two animals to be butchered at a total trucking cost of $90, then your outbound
transportation cost would be $45 per finished animal. In most situations, you would also
have to add to the transportation cost(s) of then getting the finished product to the final
consumer. Transportation cost is an easily overlooked item when contemplating a
pasture-based finishing operation that can add up quickly with small operations.
Chances are that if you already have a stocker operation, you will understand the
importance of accounting for interest. The main cost to apply interest to is the price of
the calf. Holding calves from weaning to finishing may take 1.5 years or better, so
interest can quickly add up. Starting with a $600 calf at a 5% interest rate and holding it
for 18 months would result in an interest cost of nearly $50.
Death loss is another cost that is easily overlooked but that unfortunately, most producers
need to account for. The cost that must be captured is the cost of the calf when it was
brought into the finishing operation as well as any additional costs that were incurred on
that calf (feed, interest, vet, etc.). The formula for doing this is:
[Cost of calf + avg. additional costs] [1/((1/death loss %) – 1)]
Minimizing death loss is more crucial with a finishing operation as you will have a much
higher value in a finishing animal that with a 500 pound stocker calf.
One of the biggest cost disadvantages that pasture-based finishers have over
conventional finished cattle in large feedlots is processing costs. These will generally
range from $250-450 per animal depending on animal size, facility type (Federal
inspection etc), and packaging method. This is much higher then the large packers in the
Great Plains. The usual processing cost structure will have a per animal kill fee ($0-60)
combined with a charge per pound ($.30-.55) of dressed carcass weight. For example, if
the processor charged a $30 kill fee in conjunction with a $.50/lb processing fee, the total
cost for a 700 lb dressed carcass would be:
$30 + 700 lbs x $.50/lb = $380
This would not include transportation to and from the processing facility.
When estimating total revenue, there are several important parameters that must be
estimated. Two of the most important ones are dressing percentage and cutout
percentage. Dressing percentage is the proportion of dressed carcass weight in relation
to the animal live-weight. Dressing percentages are typically lower for pasture-based
finishing compared to conventionally finished animals. Pasture-based finished animals
will typically dress from 55-64%, but can be lower with immature animals that are not
finished. Few producers consistently hit the upper end of this range even with fully
finished animals. Cutout percentage is the proportion of final product (packaged) in
relation to the dressed carcass weight. This typically ranges from 64-70% for pasturebased finished animals. If you multiply the dressing percentage and cutout percentage
you will get the final meat yield (%) relative to the animal live-weight. As an example, if
your dressing percentage is 60% and cutout percentage is 65%, then the final meat yield
29

would be roughly 39%. A 2-3% change in either dressing percentage or cutout yield will
have a major impact on profitability, so it is important to estimate these parameters
carefully.
Another important parameter when estimating total revenue is the proportion of product
not sold. This accounts for processed meat that goes bad and cannot be used (e.g.
freezer burn, becomes thawed) or that is given away (e.g. free samples at the farmer’s
market, returns from unhappy customers). While this will be highly variable by individual
operation, a reasonable estimate is probably 3-5%.

Pasture-Based Finishing Budget Example:
Table 5 presents an example of a pasture-based beef finishing budget. Although it is
meant to be as realistic as possible at the time (fall 2012), costs will vary substantially by
producer and you should modify the numbers based on your own experience and
situation. Although your parameter estimates will likely differ then those presented here,
this budget example provides a general framework to help get you started. Important
assumptions for this particular example include:
• 500 lb steer at $1.75/lb purchased in spring
• One winter of hay feeding.
• Pure forage diet (no grain).
The sample budget assumes the producer is not directly accounting for land or labor cost
(as is typically the case). Thus the resulting net return will actually be the return to labor,
land, and management. In other words, this figure needs to be large enough so that it
accounts for the value of the producer’s time (both actual labor on the farm and planning)
and land. Marketing in particular may take up considerable time and is a commitment
that many beginning producers underestimate.
Small changes in certain parameters will have large impacts on the net profit. Price is an
obvious one. A $.50 change in average package price will impact profit by just over $200
per animal in this example. A 3% change in either dressing percentage or cutout
percentage will impact profit by about $80 per animal.
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Table 5. Pasture-Based Beef Finishing Budget Example (per finished animal)
Costs (per animal):
Revenue (per animal):
Calf (500 lbs x $1.75)
$875
Finished Weight (lbs)
1,100
Hay
$75
Packaged Product (lbs)
430
Concentrates (Grain)
$0
Unsold Product (lbs)
17
Fencing/Water
(Infrastructure)
$75
Sold Product (lbs)
413
Additional Pasture Costs
$75
Avg. Price/lb (packaged)
$5.00
$2,065
Land
Total Revenue
$1,670
Labor
Total Costs
Other Machinery
$15
Return to Land, Labor, Mgt
$395
Vet/Medical
$20
Mineral
$25
Water
$10
Trucking
$45
Other
$10
Interest (5%)
$50
Death Loss (2%)
$20
Processing Cost
$375
$1,670
Total Costs
Note: Assumes calf kept one winter and two grazing seasons. Based on spring 2012 calf prices which
are at historical high levels.

Note that these budgets will be highly variable from one producer to the next. You should
take the framework seen here and use your own estimates to customize the budget for
your particular situation. You can then compare this against the profitability of your
current enterprise(s) to determine if it makes sense for you. Note also that there is no
marketing cost in this budget. So the return that you come up with should be high
enough to compensate you for that additional expense in terms of time and effort.

For Additional Information Contact:
Greg Halich
Associate Extension Professor
Agricultural Economics
University of Kentucky
859-257-8841
Greg.Halich@uky.edu

Jeff Lehmkuhler
Extension Beef Cattle Specialist
Animal Science
University of Kentucky
859-257-2853
jeff.lehmkuhler@uky.edu
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